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Chapter summary In this chapter

The Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) -

e Introduction
repealed the previous formula for setting clinician fees (the sustainable growth oo
rate, or SGR), established permanent statutory updates for clinician services * Medicare’s payment system

in Medicare, created an incentive payment for clinicians who participate for clinician services

in certain types of payment arrangements, and created a new value-based .
P bay & e The Commission’s

assessment of payment
Commission to conduct a study of the statutory updates to clinician services adequacy

purchasing program for all other clinicians. MACRA also requires the

from 2015 through 2019 and the effect these payment updates have on the s
access to and supply and quality of clinician services. The statutory updates * Conclusion

were 0.5 percent each year from 2015 through 2018 and 0.25 percentin 2019
(changed from 0.5 percent to 0.25 percent in the Bipartisan Budget Act of

2018). The statutory update for 2020 through 2025 is O percent.

The Commission’s statutory framework requires that we assess the payment
adequacy of each sector (including the clinician sector) every year and

make a recommendation on any necessary update. To conduct the payment
adequacy assessment for physician and other health professional services, the
Commission reviews a direct measure of access to care (a telephone survey),
two indirect access measures (the supply of clinicians billing Medicare and

changes in the volume of services), quality measures, and clinician input costs.
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To fulfill this mandate, we review the rate-setting and update process for Medicare’s
fee schedule and measures of payment adequacy over a longer time frame than is
covered in our yearly payment assessments. Overall, payment updates for clinician
services have generally been in the range of 0 percent to 1 percent each year since
2011. Our yearly assessment has found most measures of payment adequacy for
clinician services generally to be positive or stable. Two notable features that may
affect our payment adequacy measures are difficulties with nonresponse rates in
telephone surveys (difficulties that are common to researchers in all fields that rely
on telephone surveys) and the effect of site-of-service changes on fee schedule

volume and spending.

Access for Medicare beneficiaries continues to be relatively stable and as good as
or slightly better than access for individuals with private insurance. Volume growth
varied by type of service, and some services have significantly shifted across
settings, affecting both volume and spending for clinician services. Medicare’s
payment rates relative to private sector payment rates fell slightly from 81 percent
to 75 percent since 2011, generally due to higher growth in private sector prices for
clinician services. There continue to be disparities in physician compensation by
specialty, which implicates mispricing in the fee schedule for certain ambulatory
evaluation and management services relative to other services. Finally, our ability to

detect and report national trends for Medicare clinician quality is limited.

Medicare’s yearly payment rate update for clinician services has ranged from no
update to 1 percent over the past decade, which is consistent with the updates

from 2015 to 2018 (0.5 percent), 2019 (0.25 percent), and 2020 to 2025 (no
update). To date, these payment updates have been associated with generally
stable measures of access to clinician services for Medicare beneficiaries. The
statutory mandate directing the Commission to conduct this evaluation requires us
to make recommendations for future updates to the fee schedule rates that would
be necessary to ensure Medicare beneficiaries’ access to care. The trends we have
observed over the last decade suggest that updates in the range of 0 percent to

1 percent have been sufficient to ensure beneficiary access to care, and we have
recommended similar updates to physician payments based on these indicators.
However, there is no certainty that this relationship will continue to hold in future
years. Therefore, we will continue to evaluate the most currently available data

on measures of payment adequacy and advise the Congress accordingly on our
recommended payment updates on a year-by-year basis. Further, other patterns
raise questions about the relationship between payment rates and access, suggesting
that other factors may be more important than payment rate updates in maintaining

beneficiary access to clinician services. B
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Statutory mandate: Public Law 114-10

(C) REPORT ON UPDATE TO PHYSICIANS’
SERVICES UNDER MEDICARE.—Not later

than July 1, 2019, the Medicare Payment Advisory
Commission shall submit to Congress a report on—

(i) the payment update for professional services
applied under the Medicare program under title
XVIII of the Social Security Act for the period of

(i1) the effect of such update on the efficiency,
economy, and quality of care provided under such
program;

(iii) the effect of such update on ensuring a
sufficient number of providers to maintain access to
care by Medicare beneficiaries; and

(iv) recommendations for any future payment

years 2015 through 2019;
updates for professional services under such
program to ensure adequate access to care is
maintained for Medicare beneficiaries. B
.................. i the payment adequacy indicators over time
Introduction and

In the Medicare Access and CHIP Reauthorization Act of
2015, the Congress mandated that the Commission report
on the effect of the statutory payment updates for clinician
services from 2015 through 2019 on access to care, quality
of care, and the supply of clinicians (see text box for
mandate).

Although we reviewed evidence for the years mandated
(where available) through 2018, we do not have complete
data covering the time period requested by the mandate,
particularly for 2019. We examined the evidence for
some prior years, when payment updates were generally
comparable to the statutory updates specified for 2015
through 2019. Topics covered in this chapter include:

*  Medicare’s payment system for clinician services;

*  Medicare’s statutory payment update, conversion
factors, and spending growth for clinician services;

* the Commission’s payment adequacy assessment
framework, including:

e trends in telephone survey nonresponse;

* the effect of site-of-service changes on
fee schedule volume and spending and the
implications for Medicare payment policy;

e asummary of overall trends in Medicare’s payment
updates in relation to those payment adequacy
indicators.

Medicare’s payment system for clinician
services

In 2017, Medicare paid $69.1 billion for clinician services
delivered by over 1 million clinicians in all settings.'
Among clinicians billing for more than 15 unique
beneficiaries each, there were 596,000 physicians and
389,000 advanced practice registered nurses, physician
assistants, therapists, chiropractors, and other practitioners.
Medicare pays for the services provided by physicians and
other health professionals under Part B of Medicare using
a fee schedule.

Medicare’s fee schedule for clinician services contains
payment rates for over 7,000 distinct services identified
by Healthcare Common Procedure Coding System—
HCPCS—codes (which include Current Procedural
Terminology codes). In determining payment rates for
each service, CMS considers (1) the amount of clinician
work required to provide a service, (2) expenses related




TABLE

4-1 GPCls and adjusted RVUs for a Level 3 E&M visit for an established patient
in a physician office, nationally and in four illustrative areas, 2019
GPCls GPCl-adjusted RVUs
Total
Practice Practice Total payment
Work expense PLI Work expense PLI RVUs amount
National 1.00 1.00 1.00 0.97 1.05 0.07 2.09 $75.32
Alaska 1.50 1.12 0.71 1.46 1.18 0.05 2.65 $96.49
Rest of Missouri 1.00 0.86 0.99 0.97 0.90 0.07 1.94 $70.12
Manhattan 1.05 1.18 1.62 1.02 1.24 0.11 2.33 $85.50
New Orleans 1.00 0.97 1.27 0.97 1.02 0.09 2.05 $74.72

Note:  GPCl (geographic practice cost index), RVU (relative value unit), E&M (evaluation and management), PLI (professional liability insurance). The table shows Current
Procedural Terminology code 99213. The conversion factor is $36.04. GPCls are offen set for certain metropolitan areas and then the rest of a state; “Rest of

Missouri” refers to all areas in Missouri except for Kansas City and St. Louis. The work GPCl for Alaska is set at 1.5 by statute.

Source: Physician fee schedule data from Centers for Medicare & Medicaid Services.

to maintaining a practice, and (3) professional liability
insurance costs (each of which is expressed in terms of
relative value units, or RVUs). Collectively, the three
factors compose the resource-based relative value scale.
Each year, CMS, with input from the American Medical
Association and specialty societies through the Relative
Value Scale Update Committee, revises the relative values
underlying some of these codes based on changes in
clinical practice, coding, policy, or other factors.

Each RVU category (work, practice expense, and
professional liability) for each code is adjusted by
variation in the input prices in different markets, and
the sum is multiplied by the fee schedule’s conversion
factor (or base payment amount) to produce a total
payment. These geographic adjustments are designed
to account for the varying costs in running a practice in
different geographic locations. See the Commission’s
Payment Basics document for more information on how
Medicare calculates payment rates (available at http://
www.medpac.gov/docs/default-source/payment-basics/
medpac_payment_basics_18_physician_final_v2_sec.
pdf?sfvrsn=0).

Table 4-1 shows how the geographic practice cost indexes
(GPCIs) modify the payment amount in four illustrative
areas, compared with the national payment amount, for a
Level 3 evaluation and management (E&M) visit for an
established patient.

Medicare’s conversion factor for clinician
services

CMS updates the conversion factor each year using

any applicable statutory update plus other statutory

or regulatory adjustments. Each year, through the fee
schedule rule-making process, CMS outlines new, revised,
and deleted codes from the fee schedule for clinician
services, including adjustments to the relative values.
CMS also reviews potentially mispriced services and may
adjust their RVUs. CMS then applies a budget-neutrality
adjustment so that, in aggregate, the total RVUs remain
constant from one year to the next.?

As part of this process, CMS also applies any relevant
statutory payment policies. For example, the Congress
established a statutory provision setting a target for CMS
to adjust the prices of misvalued services for a three-

year period (2016 through 2018). The target was set at 1
percent of fee schedule spending for 2016 and 0.5 percent
for 2017 and 2018. CMS did not meet the target in any of
the three years, which meant that payment rates for all fee
schedule services were reduced by the difference between
the target and the actual aggregate reduction to the RVUs
of misvalued services.

Separately, CMS can use its regulatory authority to
make technical adjustments to the relative weights or
conversion factors. For example, in 2011 and 2014, CMS
made a large adjustment to the practice expense (PE)
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TABLE
4-2 Statutory updates and net effective update to the conversion factor

Other changes

Misvalued Net effective
RVU budget- codes target Imaging Rescaling to update to the  Conversion
Statutory neutrality recapture MPPR matich MEI conversion factor on
cY update adjustment amount adjustment weights factor January 1
2011 0% 0.45% N/A N/A -8.19%* -7 .74%* $33.9764
2012 0 0.18 N/A N/A N/A 0.18 $34.0376
2013 0 -0.043 N/A N/A N/A -0.04 $34.0230
2014 0.5 0.046 N/A N/A 4.718* 5.29* $35.8228
2015 0 -0.06 N/A N/A N/A 0.31 $35.9335
(January-March)
0.5
(April-December)
2016 0.5 -0.076 -0.78% N/A N/A -0.36 $35.8043
2017 0.5 -0.013 -0.18 -0.07% N/A 0.24 $35.8887
2018 0.5 -0.10 -0.09 N/A N/A 0.31 $35.9996
2019 0.25 -0.14 N/A N/A N/A 0.11 $36.0391

Note:  CY (calendar year), RVU (relative value unit), MPPR (multiple procedure payment reduction), MEI (Medicare Economic Index), N/A (not applicable).
*Conversion factor adjustments in 2011 and 2014 maintained the budget neutrality of practice expense (PE) and professional liability insurance (PLI) RVUs that
were rescaled to match revised MEI weights. A —=8.19 percent adjustment in 2011 to the conversion factor offset PE and PLI RVUs that were rescaled upward based
on a survey of physician practice costs. A 4.718 percent adjustment to the conversion factor in 2014 offset a reduction of PE and PLI RVUs that were rescaled
downward based on a reclassification of expenses for nonphysician clinical personnel who can bill independently (e.g., nurse practitioners) from PE to clinician
work.

Source: Physician fee schedule final rules with comment periods for CY 2011-2019 and physician fee schedule correction notices for CY 2013 and CY 2016.

and professional liability insurance (PLI) RVUs, and a Statutory payment updates for clinician
commensurate adjustment to the conversion factor, based services

on a revision to the Medicare Economic Index (MEI) From 1997 to 2015, Medicare payment for clinician
(Table 4-2). This MEI rescaling adjustment affected the PE (o 1vices was governed by a statutory formula, the

and PLI RVUs as well as the conversion factor, but on net, sustainable growth rate (SGR). The SGR was intended
the adjustment did not affect total payments to clinicians. to limit growth in Medicare fee schedule spending to a

In other words, although the net effective update to the target based on a formula comprising changes in gross
conversion factor declined in 2011 and then increased in domestic product, clinician input prices, growth in fee-
2014, total payments to clinicians were not affected as a for-service (FFS) enrollment, and changes in law and
result of these changes. regulation. Because annual spending generally exceeded
the SGR target, payments to clinicians were scheduled

to be reduced by rising amounts, with the first reduction
scheduled in 2002. The Congress overrode these payment
reductions in all but the first year they were scheduled,
providing either no update or updates in the 0.5 percent to
2 percent range to clinician fees as part of these overrides.
Over time, these overrides, combined with continued

CMS may also apply other modifications or assumptions
to the fee schedule through the yearly regulatory process,
such as applying a multiple procedure payment reduction
to certain services. All of these factors contribute to a
difference between the statutory update and the ultimate
change in the conversion factor each year.
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TABLE

4-3 Statutory payment updates and incentive payments for clinicians
2015
2026
January-  April- and
March December 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 later
A-APM clinicians
Update 0% 0.5% 0.5% 0.5% 0.5% 0.25% 0% 0% 0% 0% 0% 0% 0.75%
APM bonus 5% 5% 5% 5% 5% 5%
Other clinicians
Update 0% 0.5% 0.5% 0.5% 0.5% 0.25% 0% 0% 0% 0% 0% 0% 0.25%
Potential MIPS (4% 5% 7% (9% (9% (9% (9%  [-9%
adjustments to to to to to to to to
+4%)  +5%)  +7%)  +9%)  +9%)  +9%) +9%)  +9%)

Note:  A-APM (advanced alternative payment model), MIPS (Meritbased Incentive Payment System). Clinicians who are subject to the MIPS can receive upward or
downward adjustments of up to 4 percent in 2019, 5 percent in 2020, 7 percent in 2021, and 9 percent in 2022 and later. The maximum upward adjustment
may exceed these limits or be less than these amounts due to scaling factors and an additional increase for exceptional performance. The basic MIPS adjustments
are budget neutral, and there is an additional $500 million per year from 2019 to 2024 for exceptional performance under MIPS. Although the maximum MIPS
adjustments are set by statute at +/-4 percent in 2019, the effective maximum increase was significantly smaller due to CMS regulatory action. The 5 percent
incentive payment for A~APM participation expires after 2024. The Bipartisan Budget Act of 2018 changed the 2019 payment update from 0.5 percent (under

prior law) to 0.25 percent.

Source: Medicare Access and CHIP Reauthorization Act of 2015, Bipartisan Budget Act of 2018.

growth in clinician service volume, increased the
scheduled update reduction to 21 percent in 2015.

In 2015, the Congress repealed the SGR and established

a new approach for paying clinicians in Medicare. The
Medicare Access and CHIP Reauthorization Act of

2015 (MACRA) established a set of permanent statutory
updates to the conversion factor for clinician services,
combined the current clinician performance assessment
systems into a revised system starting in 2019, and created
incentives for participation in certain payment models
(advanced alternative payment models, or A—APMs).

Essentially, MACRA establishes two paths for payment
updates—a path for clinicians who substantially
participate in A—~APMs and a path for all other clinicians.
These statutory updates are displayed in Table 4-3 and are
broadly consistent with the updates over the past decade.

Payments for clinicians outside of A—~APMs are determined
by an updated performance assessment system, the Merit-
based Incentive Payment System (MIPS). Further detail

on MIPS and the Commission’s position is contained in

the March 2018 report to the Congress (Medicare Payment
Advisory Commission 2018).

Other factors can affect spending

Separate from the rate-setting process, other changes in
clinician billing and practice patterns affect total spending
for Medicare clinician services.

First, Medicare makes additional payment adjustments

to reflect certain policies (e.g., adjusting for whether the
clinician participated in certain quality or value programs,
resided in a health professional shortage area, or is part
of Medicare’s participating provider program) or certain
provider types (most advanced practice registered nurses
and physician assistants are paid at 85 percent of the fee
schedule amount if they bill Medicare directly). Changes
in the share of clinicians who are subject to these
adjustments affect total spending.

Second, changes in where a service is provided (e.g., in a
hospital setting or a physician office) can affect both fee
schedule volume and spending, as well as total Medicare
spending.
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Medicare Payment Advisory Commission’s payment update recommendation for

clinician services for calendar year 2020

n our March 2019 report to the Congress, the

Commission assessed the payment adequacy of

clinician services for payment year 2020. Overall,
the payment adequacy measures for clinician services
were relatively stable. First, beneficiaries reported that
they were generally able to obtain care when needed,
at rates equal to or better than the rates for individuals
with private insurance; volume growth was 1.5 percent
between 2016 and 2017; and the number of clinicians

treating beneficiaries grew apace with fee-for-service
(FES) beneficiary growth. Second, quality remained
indeterminate. Third, Medicare FFS payment rates for
physician and other health professional services were
75 percent of the commercial rates of preferred provider
organizations, unchanged from 2016. On the basis of
these indicators, the Commission recommended no
update for clinician services in 2020, which is current
law (Medicare Payment Advisory Commission 2019). B

Third, changes in the volume and intensity of services
delivered to beneficiaries affect spending. Though the
statutory update for clinician services was 1 percent or less
per year over the past decade, Medicare clinician spending
per beneficiary grew more rapidly due to the growth in the
volume and intensity of services. This growth reflects a
number of factors, including changes in medical practice
and clinicians’ input costs, new technology, patient illness/
disease burden, and economic changes. The growth in the
volume and intensity of services has varied significantly
over time and across broad categories of service.

Fourth, although the payment update in total was
between 0 percent and 1 percent each year over the

past decade, there were substantial changes to payment
rates for individual services. Clinicians may respond

to these payment changes by adjusting the volume (or
intensity) of services they provide, or beneficiaries may
change their consumption of these services (as a result
of changes in cost sharing). For example, clinicians may
be able to adjust their patient panel, volume, the type

of services provided, or the setting where they practice,
and a clinician’s payer mix and specialty affects his or
her ability to substitute a higher paying patient for a
lower paying one. Some clinicians may react to payment
changes by changing their own capacity (e.g., seeing more
patients, seeing patients for shorter visits, reorganizing
their offices to be more efficient, or hiring staff to
perform more functions). Clinicians in some specialties
have opportunities to increase revenue by shifting to a
more lucrative setting (hospital outpatient department or
ambulatory surgical centers), while others do not.

The Commission’s assessment of
payment adequacy

The Commission’s authorizing statute requires us to
consider annually whether Medicare’s payments are
adequate for the efficient provision of services delivered to
beneficiaries. To conduct this assessment, the Commission
uses a framework of payment adequacy indicators

applied to all sectors. The framework entails a review of
beneficiary access to care, providers’ access to capital,
quality, and Medicare payments and providers’ cost. The
Commission uses different measures and criteria for each
sector, based on a sector’s specific circumstances, data
availability, and relevance of the measures.

In conducting the annual payment adequacy assessment,
the Commission generally strives to balance multiple
priorities: ensuring the program provides beneficiaries
with access to high-quality care in an appropriate setting,
assuring the best use of Medicare taxpayer and beneficiary
dollars, giving providers an incentive to supply efficient
and appropriate care, and paying them equitably. The
payment adequacy assessment seeks to determine whether
an update is needed (or whether current payment rates

are adequate). The decision of whether an update is
necessary and the size of that update is based on the
Commission’s judgment in the context of the payment
adequacy indicators. (See text box for a summary of

the Commission’s most recent assessment of payment
adequacy for clinician services.)

Specifically, for clinician payment adequacy, the
Commission reviews measures of direct access to care,

MECIpAC
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Among those looking, share of respondents who indicated trouble

finding a new primary care doctor, Medicare and private insurance

Medicare
50
O A small problem
B A big problem
40
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Percent
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O —

2006 2008 2010 2012 2014 2016 2018

Private insurance
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O A small problem
H A big problem

40—

30
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O_
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Note:  The share of respondents looking for a new doctor each year is about 10 percent for primary care. Therefore, the share of Medicare respondents facing a problem
(small or big) in obtaining a new primary care doctor was 2.7 percent in 2018, and the share of private insurance respondents facing a problem (small or big) was

3.2 percent in 2018.

Source: MedPAC beneficiary surveys, 2006-2018.

two indirect measures of access (the number of clinicians
billing Medicare and changes in volume), quality, and
input costs (measured by the MEI). We are unable to
review providers’ costs or calculate a margin because
clinicians do not report their costs to Medicare; we also
do not assess clinicians’ access to capital, given the
many small providers and organizations that make up the
clinician sector.

In responding to this mandate, our review of the various
payment adequacy indicators for clinician services
covers a longer time frame than does our yearly payment
adequacy assessment and highlights two factors that
provide additional context:

e developments in telephone survey coverage and
nonresponse; and

* the effect of site-of-service changes on fee schedule
volume and spending, including implications for
Medicare payment policy.

Access to care measures

In some sectors, the Commission uses indirect measures of
access such as changes in the volume of services provided
and the number of providers available to Medicare
beneficiaries. For the clinician sector, we conduct a
telephone survey each year, assessing direct beneficiary
access, supplementing this information with the number of
clinicians billing Medicare and changes in the volume of
services delivered.

Direct measure of access: Beneficiary access
survey

The Commission has sponsored a telephone survey since
2003 to monitor ongoing changes in access and has used
a consistent methodology over time to permit analyses
of trends. The survey uses a dual-frame design to reach
respondents through both landline and cell phones and
oversamples certain respondent categories to improve
statistical power. The telephone survey covers 4,000
Medicare beneficiaries ages 65 and over and 4,000
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Among those looking, share of respondents indicating

trouble finding a new specialist, Medicare and private insurance

Medicare
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Note:  The share of respondents looking for a new doctor each year is between 15 percent and 20 percent for specialty care. Therefore, the share of Medicare
respondents facing a problem (small or big) in obtaining a new specialist was 2.9 percent in 2018, and the share of private insurance respondents facing a small

or big problem was 4.0 percent in 2018.

Source: MedPAC beneficiary surveys, 2006-2018.

individuals ages 50 to 64 with private insurance. The goal
of surveying both groups is to help us assess whether any
changes in access observed for the Medicare population
are more widespread (indicating that market dynamics,
changes in medical practice, and general economic
changes could be factors) or are occurring for Medicare
beneficiaries only (which could indicate Medicare-specific
factors, including but not limited to Medicare’s payment
rates).

Because the survey is small, there is some “noise” or
unexplained variability from year to year in any of the
measures. However, the survey results are available
quickly, and the survey findings tend to be subsequently
corroborated by larger surveys. Therefore, it has been a
relatively reliable early indicator.

Overall, for the past decade, the share of beneficiaries
having trouble finding or obtaining care has remained
relatively steady. Medicare beneficiaries’ access appears

to be as good as or better than access for privately insured
individuals. Both Medicare beneficiaries and individuals
with private insurance report more trouble finding a new
primary care doctor than a specialist (Figure 4-1 and
Figure 4-2).

Access challenges could appear either as difficulty finding
a new clinician or as a delay in receiving needed care.
Over the past decade, the share of Medicare beneficiaries
waiting longer than they wanted for care has increased
slightly. However, Medicare beneficiaries overall still
report slightly more timely care than privately insured
individuals (Figure 4-3 and Figure 4-4, p. 102).

A final measure of reported access is whether patients
end up not seeking care at all. Here again, the share of
Medicare beneficiaries not seeking care increased slightly
over time, but the rates for Medicare continue to be
slightly better than those for the privately insured (Figure
4-5, p. 103).
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m Among patients seeking care, share who ever waited longer than

wanted for regular or routine care, Medicare and private insurance
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Source: MedPAC beneficiary surveys, 2006-2018.
m Among cImtients seeking care, share who ever waited longer than
wanted for illness or injury care, Medicare and private insurance
Medicare Private insurance
30 30
B Always B Always
O Usually O Usually
E Sometimes E Sometimes
20 — 20 — I I I I . I
: : o™ ]
g g [ H
[ o
o o
10 - 10 —
0 — 0 —
2006 2008 2010 2012 2014 2016 2018 2006 2008 2010 2012 2014 2016 2018

Source: MedPAC beneficiary surveys, 2006-2018.
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m Medicare beneficiaries have been less likely than privately insured individuals
to report that they had an issue they should have seen a doctor about but did not

B Medicare
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Source: MedPAC beneficiary surveys, 2006-2018.

Despite the higher growth in private sector Medicare Payment Advisory Commission 2019, Medicare
payment rates, access for Medicare beneficiaries Payment Advisory Commission 2018, Medicare Payment
remains as good as or better than access for Advisory Commission 2017a).

privately insured individuals

Table 4-4 (p. 104) displays one commercial price index, a
measure of intensity-adjusted price per service for office
visits aggregated from four large commercial insurance
plans with 39 million covered lives (Health Care Cost
Institute 2018).> Growth in the prices paid on an intensity-
adjusted basis for these four commercial plans averaged
5.3 percent per year, whereas growth in Medicare’s
statutory update averaged less than a half a percent per
year over the same time frame.

These trends in reported access are notable because they
occurred during a period of low payment rate updates in
Medicare (payment updates have ranged between 0 percent
and 1 percent since 2011). In contrast, private sector
payment rates have grown faster. But this faster growth

in payments (and overall higher level of payments) by
private sector payers for clinician services has not translated
directly into improvements in patient access to care among
the privately insured individuals in our access survey.

Because the Commission’s access survey assesses both
services are between 25 percent and 30 percent higher Medicare beneficiaries and pri\./ately insured individuals,
than Medicare’s payment rates, on average (Congressional we are able to compare trends. mn rep(?rted access f.or both
Budget Office 2018, Trish et al. 2017). The Commission’s groups. At lez.lst.among the pnv.ately 1nsu'red 1pd1V1duals
own analysis has found that this difference has grown in .the Commission’s survey, this growth in prlyate sector
over time as private sector rates grew more rapidly than prices has translated mto'nelther' 1rpproved patient access
Medicare’s payments (Congressional Budget Office 2018, over time nor a greater differential in access between

In particular, private sector payment rates for clinician
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TABLE

4-4 Commercial prices rose faster than Medicare’s statutory update, 2012-2016
Compound annual
rowth rate,
2012 2013 2014 2015 2016 2012-2016
Medicare’s statutory update 0% 0% 0.5% 0.375% 0.5% 0.27%
Growth in average intensity-adjusted commercial
price per service, office visits (from HCCI) 4.7 6.7 6.9 3.9 4.4 53

Note:

HCCI (Health Care Cost Institute). The measure of intensity-adjusted price per service for office visits from HCCl is a commercial price index that was aggregated

from four large commercial insurance plans with 39 million covered lives. The statutory update in Medicare in 2015 was O percent from January through March

and 0.5 percent from April through December.

Source: MedPAC calculations of CMS final rule fee schedule data and data from HCCI.

Medicare and privately insured individuals. Instead,
access for Medicare beneficiaries has been generally the
same as or slightly better than access for privately insured
individuals.

Other surveys comparing access for Medicare
beneficiaries and privately insured individuals similarly
show very little difference in trends, despite the more
rapid growth of private sector prices for clinician services
(Medicare Payment Advisory Commission 2017b). In
general, there does not appear to be a strong or consistent
relationship between payment updates and measures of
access to care. Further, we do not observe a relationship
between payment updates, changes in prices in the
commercial sector, and access to care.

Patterns in telephone survey response and
implications for the Commission’s beneficiary
access survey

In recent years, administering our telephone survey has
become more expensive because it has involved greater
effort to obtain 8,000 completed responses by telephone.
The increase in nonresponse has been greater for telephone
surveys than face-to-face surveys, which is consistent
with the growing number of solicitations that households
receive by telephone and the increasing use of voicemail
and caller ID to screen calls (Czajka and Beyler 2016).
These declines in response rates for telephone-based
surveys are not unique to the Commission’s beneficiary
survey; other government household surveys and public
opinion polls have also faced rising nonresponse rates
over the years. For example, the Gallup Poll Social Series

surveys achieved a 7 percent response rate, on average, in
2017, compared with 28 percent in 1997 (Marken 2018).

In 2016, recognizing the problems federal agencies faced
with declining trends in survey response, the Office of

the Assistant Secretary for Planning and Evaluation
(ASPE) at the Department of Health and Human Services
commissioned a technical expert panel to examine the
extent of the problem of nonresponse and determine

ways to ensure robust survey response. As a part of

this work, ASPE commissioned a report on the trends

in and implications of declining survey response rates

for federally conducted household surveys. This report
examined the response rates for seven surveys sponsored
by the Department of Health and Human Services. These
surveys differ in data collection methods, ranging from
computer-assisted interviews to random-digit dialing. The
study looked at response rates from 1995 to 2015 and
found that while the response rate and trends differed from
survey to survey, all surveys in the study experienced some
decline in their response rates for the first half of the study
period; additionally, six of the seven surveys experienced
accelerated declines in recent years (Czajka and Beyler
2016).

For example, the Medicare Current Beneficiary Survey
was among the surveys examined, and during the study
period, it experienced a decline in response rate from 83
percent to 72 percent. Other surveys, like the National
Health and Nutrition Examination Survey, which
represents a two-year average, experienced a response
decline from 82 percent from 1999 to 2000 to 79 percent

104 Mandated report on clinician payment in Medicare



between 2009 and 2010 but then dropped another 8

percentage points in the next two years (Czajka and Beyler
2016).

The survey research literature states that there are

three common ways to classify nonresponse to a

survey: noncontact, refusal, or other. Other reasons for
nonresponse include issues such as language barriers or
poor health. Additionally, there are environmental and
social factors that can increase the rates of nonresponse,
including the increased prevalence of caller ID or the
growth in the number of solicitation calls. While these
problems will persist as more families abandon landline
telephones and cell phones become ubiquitous, there are
possible solutions that survey administrators could use
to maximize response rates. Among these options are
providing payment incentives, reducing survey burden,
using address-based sampling in combination with a
mail survey mode, using multiple modes within the same
survey, and conducting double or two-phase sampling
(Czajka and Beyler 2016). Other studies have suggested,
specifically for telephone-based surveys, that increasing
the number of call attempts or lengthening the survey
period could improve response rates. However, these
methods tend to be costly and time intensive and can
negatively impact the survey taker.

Ultimately, the Commission’s survey, along with other
prominent federal household surveys and public opinion
surveys, has experienced rising costs over the years. The
study commissioned by ASPE underscores the fact that
nonresponse is not unique to any particular survey and
that declines in response rates are widespread (Czajka and
Beyler 2016). However, attempts to engage participants
and increase response rates can become costly and
resource intensive for survey administrators (Marken
2018).

While in some instances low response rates can
compromise the quality of the survey and results obtained,
it is important to note that low response rates do not
always compromise the quality of the data. In particular,
we have not noted any degradation in accuracy for our
survey (and our findings continue to track well with
those of other surveys). While there have been increases
in the cost of our survey, the increases match those of
other high-quality, multiple-mode surveys. The weights
for our survey have not unduly increased standard errors,
meaning that we continue to have an adequately powered
survey to detect substantive differences across population

subgroups. Going forward, we plan to continue monitoring
our survey'’s reliability so that, if necessary, we can make
methodological changes to ensure a reliable, robust
assessment of directly measured beneficiary access.

Indirect measure of access: Clinicians billing
Medicare

For the clinician sector, we track and report the number

of clinicians billing Medicare to supplement the direct
beneficiary access survey results. Over the past decade, the
number of clinicians serving Medicare FFS beneficiaries
has grown (Figure 4-6, p. 106). Among types of providers,
the number of primary care and other specialty physicians
increased by 1.8 and 1.5 percent per year, respectively,
while the number of advanced practice registered nurses
and physician assistants increased by 10.1 percent per
year. As with our other payment adequacy measures, this
growth is noteworthy because it occurred during a period
when annual Medicare payment updates were 1 percent or
less per year.

Other clinician participation measures

Other factors related to clinician participation in Medicare
include the share of clinicians who are part of Medicare’s
participating provider program, the share of claims that
are paid on assignment (that is, for which clinicians accept
Medicare’s payment amount as payment in full), and the
number of clinicians who opt out of Medicare.

Clinicians who enroll in Medicare’s participating provider
program receive a payment amount equal to 100 percent
of the fee schedule amount (80 percent from the program
and 20 percent from the beneficiary through coinsurance).
In turn, participating providers agree to assign all their
claims, meaning they take Medicare’s allowed amount as
payment in full. Clinicians who are not in the participating
provider program receive payments equal to 95 percent
of the payment amount and can choose whether to take
assignment for their claims on a claim-by-claim basis.

If they do not assign a claim, providers may “balance
bill” up to 109.25 percent of the fee schedule amount,
with the beneficiary paying, in addition to the 20 percent
coinsurance, the additional difference between 95 percent
of the fee schedule amount and the amount billed.

In practice, the number of clinicians who are in
Medicare’s participating provider program is very
high—over 95 percent—and has been well above 90
percent for over a decade (Medicare Payment Advisory
Commission 2019). Similarly, nearly all claims are
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Trends in clinicians billing Medicare
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paid on assignment—99.5 percent in 2016 (Medicare
Payment Advisory Commission 2019).

Clinicians may also formally opt out of Medicare.

Under the opt-out procedures, clinicians must sign an
affidavit stating that they will not receive any payment
from Medicare, directly or indirectly, for any Medicare
patient they see. If the clinician chooses to treat Medicare
beneficiaries, he or she must enter into a contract with
Medicare beneficiaries to treat them, and the patient
must agree not to submit the claim to Medicare. Opt-out
affidavits are in effect for two years and are renewed

by default. CMS began releasing opt-out information

in 2016, and overall, less than 1 percent of clinicians in
total have opted out of Medicare. Dentists and behavioral
health providers are the specialties most likely to opt out
of Medicare, likely because their services are only rarely
covered by Medicare (dental services) or because they
have low rates of participation with any type of insurance

(behavioral health providers) (Medicare Payment Advisory
Commission 2018).

Overall, the indicators for clinicians billing Medicare are
positive over the past decade.

Indirect measure of access: Changes in the volume
of services

Changes in the volume of services delivered provide
another indirect measures of access. The Commission’s
measure of volume reflects both (1) the units of service
and (2) the complexity (or intensity) of the service. We
use this definition of volume because either component
separately—the count of services or the average
intensity—would be incomplete on its own. For example,
a substitution of a computed tomography (CT) scan for an
X-ray represents an increase in intensity but no change in
the number of services.
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Changes in our measure of volume can result from a
number of factors, including changes in clinical practice,
movement of services from the physician office to

the hospital outpatient department (HOPD) setting,
beneficiary health and disease prevalence, coverage of
Medicare benefits, changes in technology, and beneficiary
preferences. Medicare payment rates (and changes to
them) also affect volume growth if, for example, clinicians
favor certain services because of their relative profitability.

Growth in the volume of clinician services in Medicare has
varied over time and by type of service (Figure 4-7). After
a substantial increase in the early 2000s, volume growth
slowed significantly between 2010 and 2014, coinciding
with similar trends across all payers and types of services
after the economic recession. From 2015 through 2017,
volume growth rose modestly.

The effect of site-of-service changes on fee
schedule volume and spending

Overall, volume per beneficiary (which reflects changes
in both the units of service and intensity) grew about 1.0
percent per year between 2012 and 2016, with growth
accelerating to 1.6 percent from 2016 to 2017. However,
because of how we measure volume, our figures are
sensitive to shifts in the site of service.

In our payment adequacy assessments, we have generally
noted that shifts in the site of service will have an effect
on fee schedule volume and fee schedule spending. With
respect to volume, in the March 2019 report, we noted
certain services for which site-of-service shifts seem to
be prevalent. For example, between 2013 and 2017, the
number of chemotherapy administration services per
beneficiary delivered in HOPDs grew 28.7 percent, while
the number provided in physician offices declined by 13.1
percent (Medicare Payment Advisory Commission 2019,
Medicare Payment Advisory Commission 2014, Medicare
Payment Advisory Commission 2012). We reported that
a slowdown in the rate of volume growth for imaging

and tests may have been due to services shifting from the
physician office to the HOPD.

A similar effect occurs with spending. In the March 2019
report to the Congress, for example, we estimated that
Medicare spent $1.9 billion more in 2017 than it would
have if payment rates for E&M office/outpatient visits in
HOPDs were the same as rates for freestanding offices.
In addition, beneficiaries’ total cost sharing for E&M
office visits in HOPDs was $480 million higher in 2017
than it would have been had payment rates been the
same in both settings.

Changes in the volume of
clinician services per FFS
beneficiary, 2000-2017
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Source: MedPAC analysis of FFS claims data for 100 percent of Medicare
beneficiaries.

Although we have not done a comprehensive review of
site-of-service shifts and their impact on fee schedule
volume and spending in 15 years, this chapter provides a
first step toward such a review. While our volume analysis
is an essential component of measuring access (as well

as identifying areas of high growth that may indicate
mispricing), it is incomplete in terms of revealing global
trends in the provision of clinician services because part
of the activity occurs in HOPDs and is obscured in the
physician data.

Furthermore, because clinician services are increasingly
provided in the HOPD, it may be incomplete to determine
decisions on payment adequacy for clinician services
without also considering payments for services delivered
in the HOPD and paid through the hospital outpatient
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TABLE
4-5

lllustration of services moving from a nonfacility setting, such as a

physician office, to a facility setting, such as a hospital outpatient department

Implications for fee schedule:

Volume

Implications for total

Service example Units of service (units x RVUs) Spending Medicare spending
Evaluation and management visit No change Decrease Decrease Increase
Computed tomography Decrease Decrease Decrease Increase
Chemotherapy administration Disappears entirely Disappears entirely ~ Disappears entirely Increase

Note:  RVU (relative value unit). Our measure of volume captures both the units of service and the intensity (measured by RVUs). Chemotherapy administration services,
when they are provided in a hospital outpatient department, no longer generate a fee schedule claim. The units of service when a computed tomography service
migrates may fall or may remain the same, depending on how the service is billed.

prospective payment system. We discuss the mechanics

of site-of-service shifts, trends in site of service—adjusted
volume, and the implications for Medicare payment policy
in the sections that follow.

The mechanics of site-of-service shifts

When a service moves from one setting to another, it
can affect clinician fee schedule volume and spending as
well as total Medicare spending. Of particular interest is
the shift in services delivered in a freestanding physician
office to the hospital outpatient setting.

In many cases, Medicare’s total payment is higher in the
outpatient hospital setting than in the physician office
setting, and this difference may create an incentive

for services to shift to the higher paid setting. Some
clinicians may seek to augment their payments from
Medicare by shifting from a lower paid setting to a
higher paid setting. Some researchers have posited
that these higher payments in the HOPD, coupled with
the lower payment updates for clinician services, have
accelerated shifts in the site of services to higher paid
settings.

In 2012 and 2014, the Commission made
recommendations for setting site-neutral payment
rates for certain services (Medicare Payment Advisory
Commission 2014, Medicare Payment Advisory
Commission 2012). The Congress and CMS have also
implemented changes to payment systems to establish
roughly site-neutral payments for certain fee schedule
services.

We have identified three categories of services for which
shifts in the site of service will have differential effects
on fee schedule volume and spending: E&M visits,
computed tomography, and chemotherapy administration
(Table 4-5).

The next sections explore each example in more detail.
Overall, services shifting from the physician office to
the HOPD will artificially depress our measures of

fee schedule volume and fee schedule spending. And
because in most instances Medicare’s total payment is
higher when the service is delivered in the HOPD, total
Medicare spending increases.

Category 1: Services such as E&M visits When E&M
visits shift from the physician office to the HOPD:

* fee schedule units are unchanged,

* fee schedule volume declines,

e fee schedule spending declines, and
* total Medicare spending goes up.

Figure 4-8 illustrates the migration of an illustrative
E&M service. When the E&M visit is provided in the
physician office, the total RVU is 2.09. When this service
is provided in an HOPD, the total RVU is 1.44. In other
words, it appears that some of the RVUs disappear.
When services shift from the physician office to the
HOPD, these “disappearing” RVUs make it appear that
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FIGURE
When E&M services shift from the physician office to the hospital outpatient
department, some of the RVUs “disappear” in the fee schedule volume analysis
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established patient. RVUs are for 2019.

Source: Centers for Medicare & Medicaid Services.

volume growth is generally smaller than it would be if
the services remained in the same setting over time.

Figure 4-8 illustrates what happens to volume. Figure

4-9 (p. 110) shows the effect on fee schedule spending
and total spending. While fee schedule spending declines
(from $75.32 to $51.90) when the E&M service moves

to the HOPD, there is an additional payment through

the outpatient prospective payment system (OPPS) of
$115.85, which is intended to cover the facility component
of the service. So Medicare’s total payment for the service
is $167.75 when provided in the HOPD. Thus, though fee
schedule spending for this illustrative E&M visit declines
by 31 percent, total Medicare spending for the visit
increases by 123 percent.

Category 2: Services such as computed tomography
The second category of services includes most imaging
services (with a technical and professional component

to the fee). When these services shift from the physician
office to the HOPD:

« fee schedule units may change,*

» fee schedule volume declines,

e fee schedule spending declines, and
* total Medicare spending goes up.

Figure 4-10 (p. 111) shows the effect on RVUs when this
shift occurs. When this illustrative CT service is provided
in the physician office, the total RVU is 3.26, and when it
is provided in an HOPD, the total RVU is 1.21 (therefore,
2.05 RVUs “disappear”). Shifts over time from the
physician office to the HOPD make it appear that volume
growth is generally smaller than it would be if the services
remained in the same setting over time.




m Fee schedule spending declines, but total spending increases when E&M services
shift from the physician office to the hospital outpatient department
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Similar to the first category (services such as E&M » fee schedule units disappear,
visits), Medicare’s total payment for services in

our second category is higher when provided in the
outpatient department setting than in the physician
office setting (Figure 4-11, p. 112). When the service

» fee schedule volume disappears,

» fee schedule spending disappears, and

shifts from the physician office to the outpatient e total Medicare spending goes up.

department, fee schedule spending declines from ) _ _

$117.49 to $43.61 and an additional payment of This category of services d1ffer§ jfrom th_e ﬁrsF

$112.51 is made through the hospital OPPS. Overall, and second categories (E&M visits and imaging,

Medicare’s total payment for the service increases from respectively) because when the service shifts from

$117.49 to $156.12 when the service shifts from the the physician office to the HOPD, the RVUs entirely

physician office to the HOPD. disappear (Figure 4-12, p. 113). In other words, there is
no longer a physician fee schedule claim and the entire

Category 3: Services such as chemotherapy payment for the service is made through the hospital

administration The third category includes services such OPPS (or another payment system).

as chemotherapy administration. When these services shift
from the physician office to the HOPD:
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When CT services shift from the physician office to the hospital outpatient

department, some of the RVUs “disappear” in the fee schedule volume analysis
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Similar to the first and second categories, however,
Medicare’s total payment for this illustrative service
(chemotherapy administration) is higher when the
service is provided in an HOPD than in a physician
office (Figure 4-13, p. 114). In the physician office
setting, Medicare’s fee schedule payment is $143.08.
‘When the service is delivered in the HOPD, Medicare’s
payment is twice as high—$288.38—and the payment
for the service is made entirely through the hospital
OPPS.

Trends in site of service-adjusted volume

We conducted an analysis of volume growth over the
period from 2012 to 2017, holding the site of service
constant between the two periods.> This method allowed
us to identify services that may be growing more rapidly

than they may otherwise appear due to the disappearing
RVUs (and spending) from the fee schedule as the
service shifts from a high-RVU to a low-RVU setting.

Our analysis adjusts for the first two categories discussed
previously: (1) services such as E&M visits where the
place of service shifts from the nonfacility to the facility
setting, or vice versa, and (2) services such as CT scans
that can be billed either as a global payment or separately
for the professional and technical components. In future
analyses, we plan to adjust for the third category of
services such as chemotherapy administration.

Overall, annual volume growth in the fee schedule over
the past six years would be higher if site-of-service
shifts were accounted for. Specifically, average annual




Fee schedule spending declines, but total spending increases when CT services

shift from the physician office to the hospital outpatient department
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volume growth from 2012 through 2017, holding site
of service constant, would have been 1.5 percent per
year, instead of 1.1 percent per year (Figure 4-14, p.
115). In other words, if services in 2017 were delivered
in proportionally the same setting as they were in 2012,
volume growth over that period would have been nearly
40 percent higher—1.5 percent per year versus 1.1
percent per year.

By type of service, there are disparate trends in services
shifting across settings. Most commonly observed are
E&M visits shifting to the HOPD, which is consistent
with continued hospital acquisition of physician
practices (Medicare Payment Advisory Commission
2017a). Imaging, which grew only by 0.1 percent per
year on an unadjusted basis, grew by 1.2 percent per
year when site of service is held constant. Similarly, the
unadjusted volume growth for tests was 0.3 percent per
year, while the site of service—adjusted volume growth

was 1.0 percent per year. However, when we adjust for
site-of-service shifts, we see that the volume growth for
major procedures was lower than the unadjusted rates
(1.5 percent per year for the adjusted rates vs. 2.2 percent
per year for the unadjusted rates).

The effect of adjusting for shifts in site of service is
even more significant for particular services (Table

4-6, p. 116). For example, certain imaging services—
ultrasound, CT, magnetic resonance, and nuclear
imaging—grew by more than 1.0 percentage point per
year faster between 2012 and 2017 when site of service
is held constant. And cardiography test volume grew by
2.0 percentage points per year when the site of service is
held constant, as compared with negative annual growth
for the unadjusted rates.

Holding site of service constant reveals other changing
practice patterns. Major vascular procedures, for
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When chemotherapy administration services shift from the
physician office to the hospital outpatient department, all of
the RVUs “disappear” in the fee schedule volume analysis
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example, are unlike most other services in that volume
growth is lower when the site of service is held constant
(Table 4-6, p. 116). The difference is due to rapid
growth of angioplasty, stenting, and other procedures
for treatment of peripheral artery disease. Most of this
growth has occurred in the high-RVU physician office
setting. Such growth is consistent with media reports

of increases in stenting for peripheral vascular disease,
supplanting a decrease in the volume of cardiac stents
(Creswell and Abelson 2015).

We are still developing the mechanism to adjust fee
schedule volume for our third category of services,
characterized by chemotherapy administration. Such
services (1) generate a fee schedule claim when performed
in noninstitutional settings; and (2) generate claims in
other payment systems (e.g., the OPPS) when performed

in institutional settings, with no associated fee schedule
claim. The services in this category include radiation
therapy, other tests (e.g., skin, audiology, cardiology), and
chemotherapy or intravenous injection services.

For the 169 billing codes we identified in the third
category, total fee schedule spending was $2.7 billion

in 2017 and accounts for nearly all spending associated
with the chemotherapy administration and injection/
infusion (non-oncologic) services. The fact that the
modest spending for these services (relative to all fee
schedule spending) is concentrated in a few service
types suggests that adjusting for shifts in the site for
these services may have a limited impact on overall fee
schedule volume but would likely substantially affect the
volume analysis for the few service types in which these
services are concentrated.
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m Fee schedule spending is eliminated, but total spending increases when chemotherapy
administration services shift from the physician office to the hospital outpatient department
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Implications for Medicare payment policy

In addition to providing a deeper understanding of trends
in services provided by clinicians, examining site-of-
service shifts suggests that Medicare payment policy
changes may be necessary.

One of the Commission’s principles has been that a
prudent purchaser of health care (supported by the
financial constraints facing the Medicare program and
the beneficiaries and taxpayers who fund it) should

not pay more for a service than is necessary to provide
high-quality care. Along these lines, the Commission
has made recommendations for site-neutral policies for
certain services. First, the Commission recommended
adjusting payment rates in the OPPS so that Medicare
pays the same amount for E&M office/outpatient visits
in freestanding physician offices and HOPDs (Medicare
Payment Advisory Commission 2012). Beginning in

2019, Medicare will pay a comparable amount for
E&M office/outpatient visits in freestanding physician
offices and off-campus HOPDs; however, Medicare will
continue to pay a higher amount for these visits when
provided in on-campus outpatient departments. Second,
the Commission also recommended adjusting OPPS
rates for services in ambulatory payment classification
groups that meet certain criteria so that payment rates
are equal or more closely aligned between HOPDs

and freestanding offices (Medicare Payment Advisory
Commission 2014).

However, other approaches may be feasible for setting
payment rates for services provided in multiple settings.
For example, some of the services that show the greatest
shift in setting over the past five years are imaging and
tests. Certain imaging services, in particular, do not
involve substantial clinician work but do constitute
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Average annual growth in fee schedule volume is higher overall
when site-of-service changes are taken into account, 2012-2017
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substantial practice expense costs for the equipment and
so may lend themselves to a different price-setting and
updating mechanism from other fee schedule services
(in contrast to E&M services, for which about half of the
valuation is for the clinician work component).

Quality

Over the past decade, CMS has generally measured

the quality of care provided by clinicians using sets of
clinician-chosen and clinician-reported quality measures.
Starting in 2007, clinicians qualified for an incentive
payment by reporting quality measures through the
voluntary Physician Quality Reporting Initiative. The
program was rebranded as the Physician Quality Reporting
System (PQRS) in 2010 and began imposing a payment
penalty for nonreporting in 2015. At that time, CMS
began to adjust payments to clinicians based on the cost
and quality of care they provided using the PQRS set of

clinician-reported measures plus a set of claims-calculated
cost measures under the value modifier program.

Starting in 2019, CMS makes payment adjustments to
clinician services through the Merit-based Incentive
Payment System (MIPS). MIPS is an individual clinician—
level payment adjustment that adjusts Medicare FFS
payments based on performance in four areas: quality,
resource use, clinical practice improvement activities, and
promotion of interoperability. It generally relies on many
of the measures and processes used in prior efforts. Due to
the Commission’s serious concerns about MIPS, in 2018
the Commission recommended its repeal and outlined a
path forward on clinician quality measurement (Medicare
Payment Advisory Commission 2018).

To assess overall clinician quality, the Commission has
generally reviewed a set of population-based measures
assessing avoidable hospitalizations for ambulatory

MECIpAC

Report to the Congress: Medicare and the Health Care Delivery System | June 2019 115



TABLE
4-6 Average annual growth in volume of clinician services per
fee-for-service beneficiary, with adjustment for changes
in site of service and bundling, 2012-2017

Change in volume per Change in volume per
eneficiary eneficiary
Not Not

holdin Holdin holdin Holdin
site o site o site o site of

service service service service

Type of service constant constant Type of service constant constant
All services 1.1% 1.5% Other organ systems -0.4 -0.4
Digestive/gastrointestinal -1.8 -1.9
Evaluation and management 1.0 1.5 Skin 0.1 0.7
Office/outpatient services 1.5 2.4 Eye -0.7 -0.2
Hospitol inpatient services -1.3 -1.3 Other Procedures 1.5 1.9
ENmergenfcy f::.eportm.ent services ;2 ;2 Skin 17 0%

ursing fact Ir?, serwce.s ’ ’ Physical, occupational, and speech
Ophthalmological services 0.1 0.3 i 56 57
itical . 15 15 erapy : :

Critical care services . . Musculoskeletal 15 29
Care management/ coordination 32.3 324 Eye 11 11
Observcltio.n care services 6.5 6.6 Radiation oncology 07 04
Home services =1l =1l Other organ systems 2.4 2.6
Imaging 0.1 1.2 Digestive/gastrointestinal 0.1 0.8
Standard X-ray -0.3 0.3 Dialysis 0.1 0.2
Ultrasound -1.0 0.2 Vascular 3.1 27
CcT 3.1 4.1 Chiropractic -2.2 -2.2
MRI 15 26 Injections and infusions: non-oncologic -2.2 -1.8
Nuclear 28 07 Chemotherapy administration -3.7 -3.5
Maijor procedures 2.2 1.5 Tests 0.3 1.0
Musculoskeletal 3.0 2.7 Anatomic pathology 0.0 0.3
Vascular 8.3 2.4 Cardiography -0.5 2.0
Cardiovascular 1.4 2.4 Neurologic 1.0 0.8

Note:  CT (computed tomography), MRI (magnetic resonance imaging). Volume is measured as units of service multiplied by each service's relative value unit (RVU) from
the fee schedule. To put service use in each year on a common scale, we used the RVUs for 2017. Use of behavioral health services is not shown because of a
change in billing codes implemented in 2013. Some low-volume categories are not shown but are included in the summary. To hold site of service constant, we
allowed units of service to change but held constant each billing code’s proportional distribution of units, by payment modifier and place of service.

Source: MedPAC analysis of claims data for 100 percent of Medicare beneficiaries.

care—sensitive conditions, which can help gauge the (Medicare Payment Advisory Commission 2018). Overall,
quality of ambulatory care (Medicare Payment Advisory the collective assessment as part of the payment adequacy
Commission 2019). Over the past seven years, these rates assessment is that clinician quality has been indeterminate.

have mostly improved (Figure 4-15).

o Medicare’s payments and clinicians’ costs
The Commission has also presented results on the

prevalence and trends of low-value care, finding
substantial use of low-value care in FFS Medicare

Clinicians do not report their costs to Medicare, so we
are unable to assess clinician costs or calculate a margin.
In lieu of financial performance, we report a measure
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Trends in selected PQIs for inpatient admissions of FFS beneficiaries

for ambulatory care-sensitive conditions, by age, 2010-2016

3,000

W 2010 0 2017 0 2012

2,500 —

2,000 —

Inpatient admissions of FFS beneficiaries
per 100,000 beneficiaries

M 2013 O 2014 W 2015 0 2016

1,500 —
1,000 7
500
0 — I
<65 65 75+ <65 65 75+ <65 65 75+ <65 65 /5+ <65 65 75+ <65 65 75+ <65 65 /5+ <65 65 75+
to to to to to to to
74 74 74 74 74 74 74
| I | | I I I | | I |
PQI 3: PQI 5: PQI 7: PQI 8: PQI 10: PQI 11: PQI 12: PQIT6:
Diabetes COPD or Hypertension ~ Congestive Dehydration Bacterial Urinary Lower
long-term asthma in heart failure pneumonia tract infection extremity
complications  older adults amputation

Note:

PQI (Prevention Quality Indicator), FFS (fee-for-service), COPD (chronic obstructive pulmonary disease). Figures represent the number of hospital admissions for the

identified condition for Medicare beneficiaries in each age range per 100,000 beneficiaries. Only FFS beneficiaries with both Part A and Part B are included.

Beneficiaries who died during the year are included.

Source: CMS data on geographic variation. Figures calculated by CMS from the Chronic Conditions Data Warehouse of 100 percent of claims.

of clinician input costs (the Medicare Economic Index,

or MEI); calculate the ratio of Medicare’s payments for
clinician services relative to private sector payments; and
report differences in physician compensation by specialty.

The MEI is an index designed to reflect changes in the
typical costs of running a clinician practice, including
labor, materials, and rent. The MEI was established in
Medicare statute and was a component of the sustainable
growth rate calculation. The MEI uses inputs from the
Bureaus of Economic Analysis and Labor Statistics and is
adjusted for economy-wide multifactor productivity.

Figure 4-16 (p. 118) shows the growth in the MEI over the
past decade, averaging about 1 percent per year.

We also compare how Medicare FFS payment rates for
physician and other health professional services compare
with commercial rates for preferred provider organizations
(PPOs). In 2017, Medicare’s payment rates were 75
percent of commercial rates for PPOs, unchanged from
2016. This analysis uses data on paid claims for PPO
members of a large national insurer that covers a wide
geographic area across the United States. This rate has
fallen slightly since 2010 (when it was 81 percent). This
pattern is due to faster growth in commercial rates and
largely stable Medicare rates (consistent with the Health
Care Cost Institute data we use to examine payment rates
in the commercial sector) (Congressional Budget Office
2018).
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Annual growth in the Medicare Economic Index, 2008-2017

Growth in the Medicare Economic Index (in percent)

1.6
1.4
12
1.0
0.8 —
0.6
0.4 —
0.2 —
0.0 — | |

2008 2009 2010

I I I I I I
2011 2012

I
2017

2013 2014 2015 2016

Source: Market basket data from the Centers for Medicare & Medicaid Services.

Finally, we consider median compensation by specialty.
Persistent income disparities between primary care
physicians and certain other specialties raise concerns
about fee schedule mispricing for ambulatory E&M
services relative to other services, such as procedures.
Median compensation in 2017 was much lower for
primary care physicians than for physicians in specialty
groups such as radiology and nonsurgical, procedural
specialties.

Overall, our review of Medicare’s payment updates and
our measures of payment adequacy show stable access

to clinician services for Medicare beneficiaries over the
past decade and as good or better access compared with
privately insured individuals. Nevertheless, our work
signals a number of areas of policy interest, including site-
neutral payment policies; the need to address persistent
disparities in physician compensation by specialty that

may lead to issues in the future supply of primary care
services; and disproportionate growth in certain services,
suggesting that prices may be too high.

Medicare’s yearly payment rate update for clinician
services has ranged from no update to 1 percent over the
past decade. This range is consistent with the updates from
2015 through 2018 (0.5 percent), 2019 (0.25 percent),

and 2020 to 2025 (no update). To date, there has been
largely stable access to clinician services for Medicare
beneficiaries in the context of these payment updates.

The statutory mandate directing the Commission

to conduct this evaluation requires us to make
recommendations for future updates to fee schedule
payment rates that would be necessary to ensure
Medicare beneficiaries’ access to care. The trends we
have observed over the last decade suggest that updates
in the range of O percent to 1 percent have been sufficient
to ensure beneficiary access to care. Further, the fact

that commercial payment rates for clinician services

are higher than Medicare’s fee schedule rates, but that
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commercially insured patients report access to care that is
generally comparable to or slightly worse than Medicare
beneficiaries raises questions about the relationship
between payment rates and access, suggesting that other
factors may be more important than payment rate updates
in maintaining beneficiary access to clinician services.

In fulfilling this mandate, we refrain from mapping out a
series of future updates and instead are best able to provide
guidance to the Congress by continuing to conduct our
yearly payment adequacy assessment. The Commission’s

approach to assessing the adequacy of Medicare payments,
not only in the clinician sector but also across all FFS
sectors, is to evaluate the most currently available data on
measures of payment adequacy and advise the Congress
accordingly on our recommended payment updates on a
year-by-year basis. We have done so for the 2020 payment
year in our March 2019 report to the Congress, and

going forward, we will continue to advise the Congress

as necessary to ensure Medicare beneficiaries can obtain
high-quality, needed clinician services in a timely way. B
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Endnotes

CMS’s Office of the Actuary reports that Medicare benefit
outlays for physician fee schedule services were $69.1 billion
in calendar year 2017.

Pursuant to statute, if the changes in RVUs for any year
exceed $20 million, CMS is required to apply a budget-
neutrality adjustment to the conversion factor.

This analysis differs from our analysis of private preferred
provider organization rates because it uses different data
sources and methods. However, the overall pattern of higher
private-payment rates (and faster growth rates) than Medicare
continues to be true.

Changes in units may depend on how a service was originally
billed in the physician office (nonfacility) setting. For
example, if the professional and technical components of a
CT were billed separately in a physician office, fee schedule
units would decrease if that CT shifted to an HOPD because
only one claim (the professional component) would be billed

under the fee schedule (and the technical component would be
billed under the OPPS).

Our specific analytic approach holds the share of services
billed in a facility and nonfacility setting constant over the
period examined within each HCPCS code. To do so, we

used the place of service variable for most services. For other
services (e.g., certain radiology services), we adjusted our
service counts to reflect the fact that the same service could be
billed as one claim (a global claim) or as two claims (separate
technical and professional claims).

A fourth set of codes (physical, occupational, and speech—
language pathology services) also affects fee schedule volume
and spending when they shift settings, but because the
services are paid the fee schedule rate no matter where they
are performed, there is no financial incentive for the services
to migrate to a higher cost setting. For that reason, we do not
discuss those codes in detail.
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